This paper examines determinants influencing the decision to go public by enterprises under the conditions in force on
Introduction
Capital structure and factors influencing it in different countries as well as different business sectors have been analyzed in many empirical studies. Referring to Norvaisiene (2012) , there is a fair amount of such studies done in the developed countries, and recently it is becoming a very popular area of research in developing countries as well. The major issues considered by many researchers include (Norvaisiene, 2012) : What is the impact of debt capital on growth opportunities of companies? What is the impact of capital structure decisions on investments and value of a company? What is the impact of financing decisions on performance efficiency of companies, in particular on profitability indicators?
Corporate finance draws capital from equity and debt. The study carried out by Chen & Liou & Huang (2012) emphasizes that it is widely believed that in a world with imperfections, such as, bankruptcy costs, agency cost, and benefits from leverage-induced tax shields, associated with drawing debts, an optimal capital structure for the project may exist. Specifically, the amount of debt and equity affect the cost of capital and, therefore, the project's financial viability.
The rationale of obtaining external equity capital is well supported in earlier works, such as those of (Modigliani & Miller, 1958 , 1963 Scott, 1976; Myers, 1984) . These authors state that there is an optimal capital structure and companies act as necessary to achieve it. They have a natural preference for the cheapest source of financing and resort to a more expensive source only upon exhausting the cheap one.
The past decade has witnessed a worldwide rise in the importance of financing corporate growth through "Initial Public Offering of Securities" (IPO). The theory of corporate finance regards IPO implementation strategy as one of the most important decisive junctures in the life of a company (Helwege & Packer, 2003; Brau & Francis & Kohers, 2003; Boehmer & Ljungqvist, 2004) . Most empirical IPO research examines the following seven issues (Brau & Fawcett, 2006) : the reasons and motivations for going public, timing of IPO, underwriter selection, underpricing, signalling, IPO process issues, and the decision to stay private.
The studies carried out by (Chemmanur & Fulghieri, 1999; Paleari et al., 2006) concluded that there were three fundamental reasons to conduct an IPO. These were: obtaining external equity capital to fund company growth, enhancing company's image, and gaining advantages for the shareholders.
Raising funds through an IPO should be an alternative to borrowing, particularly in companies with high investments (now or in the foreseeable future), high proportion of debt in the capital structure, and high potential for growth. All of these factors, according to Panetta et al., (1998) , motivate companies to enter the capital market via an IPO. Paleari et al., (2006) state that initial public offering constitutes an extraordinary financial transaction by means of which the company can improve its liquidity and the capital structure. The balance sheet of those businesses that seek capital through public share offerings typically has a larger equity, that is a lower level of indebtedness. This reduces the likelihood of bankruptcy when operating at a loss (say in a period of economic recession). (Pagano, 1993; Black & Gilson, 1998 ) discuss another reason to execute IPO, which is to provide a benefit to the existing shareholders, for whom it is easier to sell their shares of stock if they are publicly traded on a capital market. This allows the shareholders to be more flexible in their financial activities. At the same time, the payments made on this market have no effect on the financial situation of the issuing company. Raising the basic capital through a public issue also eliminates the difference between the large shareholders, who tend to take a longterm approach to investing, and the small ones, who value liquidity and are therefore inclined to take a short-term view of their investment. A frequent reason for IPO is the majority shareholder's desire to reduce his stake in the company. In some cases, IPO will resolve the problem of generational succession in a family-run enterprise. From the shareholder's perspective, the option to cash out his coownership by selling the shares of stock at any time on the secondary market is an advantage that imparts a great deal of flexibility to his financial decisions (Black & Gilson, 1998; Mello & Pardone, 1998) .
Initial public offering can also be an exit strategy for venture capital funds, and a way to realize profits on investments (Black & Gilson, 1998; Mello & Pardone, 1998) .
The last reason, usually subordinate to the previous two, is to gain a non-financial advantage from IPO implementation, such as the greater attention that the media pay to publicly traded companies. Maksimovic & (Pichler, 2001; Jezek, 2004 ) also mention some positive effects associated with IPOs in the area of marketing.
A company that issues IPO is usually motivated by a combination of several above-mentioned reasons. The companies often choose this form of financing to raise the necessary capital and respond to the need of some existing shareholders (possibly the venture capitalists) who wish to liquidate their stake in the company through IPO.
The foregoing review of literature makes it clear that the research into what motivates companies to go public has a tradition going back many years in advanced market economies. According to (Brau & Fawcett, 2006) , most empirical IPO research relies on the publicly available stock return data, or the data contained in the Securities and Exchange Commission (SEC) filings. (Brau & Fawcett, 2006) enriched the IPO literature with analyses of original data from the surveys of Chief Financial Officers (CFOs), whose perceptions they compared with the prevailing academic theory.
The question that remains unanswered is whether the academic theories formulated for well developed capital markets apply also to decision-making about IPOs in enterprises operating on capital markets in the region of Central and Eastern Europe (CEE). Under the conditions of emerging capital markets in the CEE countries, both theory and corporate practice grapple with the absence of empirical results.
The largest capital market of the Central and Eastern European countries is the Polish one. Poland has the only capital market in the CEE region that lends itself to empirical surveys. The number of IPOs issued on the capital markets of the Visegrad Four countries in the years 1998-2011 is shown in Table 1 . Table 1 Number of IPOs on the Visegrad Four Capital Markets in 1998-2011 (Paleari et al., 2008 (Paleari et al., , 2009 (Paleari et al., , 2010 The novelty of this study is the focus on the analysis of factors that influence the decision for going public under conditions of the Polish capital market, which has been considered as the most important one among the CEE countries. The purpose of this article is to explore the factors that influence the decision of enterprises to go public in Polish capital market and thus to enlarge the current IPO literature with an analysis of responses from a survey that posed the following question: What are the key motives of companies in Poland to go public?
The object of the survey covers the assessment of motivations for conducting IPO for a sample of companies operating on the Polish capital market.
This paper is divided into four sections. The introductory section is followed by section 2, which describes the methodology and the sources of data used in the study. Its findings are analyzed in section 3. Finally, section 4 discusses the results and conclusions.
Survey Methodology and Data Sources
The research approach was developed after an extensive review of IPO-oriented academic literature (Brau & Fawcett, 2006; Snieska & Venckuviene, 2011) . Research methods cover the comparative analysis of scientific literature documents and reports as well as statistic data. Moreover, the intent of this research required to collect primary data. The sample consists of two types of companies, which means that we study two subsamples. The first subsample consists of the entities that have previously executed an initial public offering of shares on the Polish capital market (Subsample A -Successful). The second subsample includes the entities that have not executed IPO, but considered doing so in the past or were candidates for doing it in the future (Subsample B -Not Tried).
The questionnaire itself, in the Polish language, consisted of two parts: the reasons to conduct IPO, and the reasons to retain private ownership.
The basic Group A was composed of companies that had entered the Main Market of Warsaw Stock Exchange through IPO in the years [2007] [2008] [2009] . The time limitation on the entry into the capital market was necessary to ensure that the research data would come from corporate officers who had been personally involved in a recent IPO process. This group of respondents was drawn from the data published on the Warsaw Stock Exchange website (www.gpw.pl) and the publications of Paleari et al., (2007 Paleari et al., ( , 2008 Paleari et al., ( , 2009 ). The entire list contained 107 companies, or possibly their CFOs or Chairmen of the Board of Directors.
It is difficult to estimate how large is the group of companies that have not entered the capital market through IPO but considered doing so in the past or are poised for a future filing. Nonetheless, a database of 60 companies (potential IPO candidates) was compiled from the information provided by brokers who had the experience of implementing IPOs on the Polish capital market.
The data were collected in two main stages. In early 2010, the questionnaire accompanied by a personalized and signed cover letter was sent to all A-type companies on the survey list. To increase the return rate, the questionnaire was put into an electronic form and, in April 2010, sent by e-mail to the individuals who had not replied the first time around, with a request for completion. Overall, 21 CFOs submitted usable answers (i.e. the response rate is 19,6 %).
In the fall of 2011, the questionnaire with a cover letter was sent to all 60 companies in Group B. Again, to boost the return rate, a second request for participation in the survey was e-mailed to all respondents in January 2012. In the end, 18 completed questionnaires were received, which represents a 30 % response rate.
It should be pointed out that the return rates fall within the range mentioned in other survey-based financial studies (Brau & Fawcett, 2006) . The questionnaire-collected data were treated by statistical methods reflecting their nature and quantity. Descriptive methods served as the basic statistical analyses. Categorical data were processed using contingency tables and evaluated by the M-V chi-square test corrected for small frequency in individual categories. Mann-Whitney's U-test was applied to compare the statistical data between monitored groups. The data were evaluated at the significance level of α = 5 %. The entire statistical evaluation was performed by Statistica software, version 10.
Survey Results
Tables 2 and 3 summarize the results of descriptive statistics separately for both monitored group of companies (A and B). Table 4 presents the descriptive statistics derived from all companies as one set of observations, with a subsequent comparison of the two sets of statistical data using the Mann-Whitney U-test.
Descriptive Data Analysis
The respondents were asked to indicate, on a fivepoint scale (1-unimportant, 5-very important), "how important were/are the following reasons for conducting an IPO?" The results of this analysis are expressed as an arithmetic mean ± standard deviation followed by the relative frequency of answers 4 and 5.
The research results (Table 4) for an all-inclusive set of respondents (companies A plus B) indicate that the companies view the raising of own external capital for developmental investments as the main reason to execute IPO (overall: 4, 67 ± 0, 62; 92, 31 %) . This reason corresponds to other valid reasons for bringing the company onto a public capital market. Most respondents from both groups of companies expect that IPO will have a positive impact on the issuer's image and publicity (overall: 3,82 ± 1,14; 64,10 %), and that the trading of shares on a public capital market will prove useful in company valuation (overall: 3,68 ± 0,96; 61,54 %). Other significant reasons to launch IPO are to strengthen the company's bargaining position in dealing with the sources of external capital (overall: 3.49 ± 0.97; 53,85 %), and to enhance the attractiveness of the company as an employer (overall: 3.44 ± 1,10; 51,28 %). Almost half of the respondents also believe that the public trading of shares could be advantageous in future mergers and acquisitions (overall: 3,36 ± 1,14; 48,72 %), and that IPO will lower the cost of capital for the company (overall: 3,21 ± 1,12; 43,59 %).
In addition, Tables 2 and 3 permit to examine the research results for both groups of companies, first separately and then in comparison. It is obvious that the raising of external capital is the reason of comparable importance for a great majority of respondents in both monitored groups of companies (A: 4,86 ± 0,48; 95,24 %; B: 4,44 ± 0,70; 88,89 %). For most companies, another similarly important reason to enter the capital market is a greater publicity and image enhancement (A: 4.00 ± 1.10; 66,67 %; B: 3,61 ± 1.20; 61,11 %). Almost 62 % of the respondents in Group A of companies and almost 65 % of the respondents in Group B acknowledge that a significant reason to join a stock exchange is the advantage of publicly traded shares in assessing the market value of a company (A: 3,71 ± 1,06; 61,91 %; B: 3,65 ± 0,86; 64,71 %).
Looking at the relative importance of other reasons for IPO, it is possible to detect certain differences between the two monitored groups of companies. The respondents in Group A of companies emphasize the usefulness of publicly traded shares for future mergers and acquisitions. Conversely, the majority of respondents in Group B of companies consider that reason to be less significant (A: 3,81 ± 1,08; 76,19 %; B: 2,83 ± 0,99; 16,67 %). More than half of the respondents in Group A also think that IPO is a suitable manner to strengthen the company's bargaining position in negotiating with providers of external capital (A: 3,71 ± 1,10; 66,67 %; B: 3.22 ± 0,73; 38,89 %), and that initial public offering enhances the attractiveness of the company as an employer (A: 3.71 ± 1,06; 61,91 %; B: 3,11 ± 1,08; 38,89 %). Slight differences between the studied groups of companies may be seen in their perception of IPO's importance in reducing the cost of capital. While more than 50 % of Group B respondents consider lowering the cost of capital to be a strong reason for initial offering, only 38 % of respondents in Group A consider that reason to be very significant (A: 3,05 ± 1,24; 38,10 %; B: 3,41 ± 0,94; 52,94 %).
With regard to the less significant reasons that affect IPO decisions, there is a relatively good agreement between the two groups of companies. According to the respondents from all companies, as well as their respective groups, the following reasons are not good enough to justify a company's entry into the stock market: solving the problem of succession (A: 1,38 ± 0,67 and 0,00 %; B: 1,88 ± 1,23; 11,11 %), withdrawal from a venture capital fund (A: 1,95 ± 1,56; 19,05 %; B: 2,38 ± 1,20; 27,78 %), diversification of stock portfolio of current shareholders (A: 2.76 ± 1,41; 33,33 %; B: 2,33 ± 1.03; 16,67%), and reduction of the company's indebtedness (A: 2,38 ± 1,40; 19,05 %; B: 3,00 ± 0,77; 27,78 %). It is therefore obvious that most companies do not perceive IPO as a tool to reduce the direct indebtedness, but as a way to strengthen the bargaining position in dealing with sources of external capital.
Comparison of Motives Between the Subsamples
Further treatment of data sought to determine if statistically significant differences exist in the frequency of respondents' answers within the studied groups of companies (Group A -IPO companies, and Group B -Not Tried). The comparison was done by applying two tests: M-V chi-square test (analysis of categorical data) and Mann-Whitney U-test (analysis of continuous data).
The results of the M-V chi-square test and MannWhitney U-test both indicated a statistically significant difference in the frequency of responses to "the use of publicly traded shares for later mergers and acquisitions" (χ 2 = 15,86; df = 2; p < 0,001). Statistically significant difference was the outcome of a non-parametric test (Mann-Whitney U-test), which is based on the order of values, not on the values obtained by measurement. Statistically significant difference is evident from the mode frequency and the standard deviation values (Group A versus Group B exhibits a higher mode frequency and a lower standard deviation, therefore Group A has a lower data variability).
The results of the Mann-Whitney U-Test (Table 4 ) also identified statistically significant differences between the two groups of companies in connection with two other reasons to execute IPO, which were not confirmed by the M-V chi-square test, namely the company debt reduction (p=0.048) and the use of publicly traded shares for future mergers and acquisitions (p = 0,003).
The difference in the results is caused by the lower sensitivity of the M-V chi-square test and the conversion of data from continuous to categorical, which lowers the data variability. A Raising external capital Paleari et al., 2006) strong support strong support strong support H Publicity, image enhancement (Maksimovic & Pichler, 2001; Jezek, 2004) strong support strong support strong support J Market value establishment (Ellingsen & Rydqvist, 1997) strong support strong support strong support C Stronger bargaining position (Rajan, 1992) strong support strong support moderate support I Attractiveness as an employer (Haubrok, 2006) strong support strong support moderate support K Acquisitions and mergers (Brau & Francis & Kohers, 2003) moderate support strong support low support D Reducing the cost of capital (Scott, 1976; Modigliani & Miller, 1963) moderate support moderate support strong support B Reducing company indebtedness (Paleari et al., 2006) low support low support moderate support E Equity portfolio diversification (Pagano, 1993) low support low support low support F Exit of venture capitalists (Black & Gilson, 1998) low support low support low support G Solving the problem of succession (Black & Gilson, 1998; Mello & Pardone, 1998) low support low support low support
In addition, Table 5 compares theories or concepts and survey conclusions within the studied subsamples and represents a basis for summarized findings on what the survey results confirm and deny in the concluding part of this paper. In the first column, we list the theory, in the second column, we summarize the overall survey results and finally, in the third a fourth column, we assign a value of strong support, moderate support or low support within the subsamples.
Analysis of Statistically Significant Dependencies
In addition to the descriptive analysis of the collected data (presented in Tables 2-4), it is appropriate to include the analysis of statistically significant dependencies between the respondents' answers and the individual parts of the questionnaire.
Hypothesis: There is a correlation between the reasons for IPO implementation listed in the questionnaire (Table  4 ). The authors assumed that the following correlations may exist: (c) and (d); (f) and (j); (c) and (h); (h) and (k); (h) and (i); (e) and (j).
The results of the M-V chi-square test in Group A of companies are as follows: In general, statistically significant correlations between the individual reasons for IPO implementation were not found (data not included). The only exception was a statistically significant difference when comparing the responses to the questions about strengthening of bargaining position with providers of external capital (c), and reducing the cost of capital (d) (χ 2 =11.34; df=4; p=0.023) . Economic interpretation:
The companies that identified the strengthening of position in negotiations with providers of external capital as an important reason to implement IPO also mentioned the capital cost reduction as another important reason to enter a public capital market. The results of the M-V chisquare test in Group B of companies are as follows:
Only one statistically significant difference was found, which was in comparing the answers to the questions about the strengthening of bargaining position with providers of external capital (c) and the image and publicity enhancement (h) (χ 2 =12.29; df=4; p=0.015) . Economic interpretation: The companies that aspire to strengthen their negotiating position with providers of external capital also strive to enhance their image and publicity.
Conclusions
The results of this survey indicate that the academic and theoretical approaches to IPO process are, in the conditions of the Polish capital market, generally well applicable. However, the respondents' observations also suggest that there is a need for additional information that would complement and refine the existing theoretical models of IPOs.
Raising external capital for further growth as a reason for IPO received a strong support from the respondents of both groups of companies (A -Successful and B -Not Tried). In this case, the empirical results are fully consistent with the theoretical approaches. The magnitude of significance attached to this reason indicates that companies tend to consider IPO in the expansion stage of their life cycle, which is a positive signal, especially for the investors. Excellent financial results are reflected in the pricing of the issue and the number of subscribed shares.
Other theories formulated for conditions of welldeveloped capital markets were likewise strongly supported. More than 50% of respondents in both groups believe that the entry of a company into the capital market will have a positive effect on its image and publicity. The ability to trade shares on the capital market is one of the signs of a competent corporate management. The companies whose shares are traded on a stock exchange are usually perceived as the most successful in their business branch. Most of the respondents also believe that IPO will improve company's valuation, strengthen the management's bargaining position in negotiations with providers of external capital, and increase the attractiveness of the company as an employer. Somewhat surprising is the finding that the respondents do not see debt reduction as a reason to enter the capital market, although literature puts a lot of weight on this particular notion (Paleari et al., 2006) . Low level of support was also given to other reasons mentioned in the literature, such as withdrawal from the venture capital fund (Black & Gilson, 1998) , diversification of the existing shareholders' portfolios (Pagano, 1993) , and solution to the succession problem (Black & Gilson, 1998; Mello & Pardone, 1998) . This of course must be understood in the light of the market conditions wherein the survey was conducted. Capital cost reduction is among the reasons of medium importance. In the group of companies that have gone through IPO, one important reason for entering the stock exchange is the possibility of using the shares in future mergers and acquisitions. The newly issued shares thus allow the company to acquire, or to be acquired, especially in transactions covered by shares. By contrast, this reason received a decidedly low support in the group of companies that had not implemented IPO. It is not without interest that Brau & Fawcett (2006) came to a similar conclusion in their investigation of this motivation.
A comparison of the theoretical approaches with the survey results demonstrates that the theoretical model of IPO process is, in principle, applicable to the conditions in the Polish capital market, while at the same time highlighting the existence of certain differences. The results of this survey made it possible to formulate new insights as contributions towards a better understanding of corporate financing strategies, particularly under the specific conditions of the CEE region.
The outcome of this survey suggests that its continuation would be appropriate. In a follow-up survey, the sample should include the companies pursuing IPO in other countries of the CEE region, or the companies that are potential candidates for IPO on these markets. The next question to research is what factors can withdraw IPO process. Another research question of next studies could deal with the impact of going public on the business performance and performance measurement system which reflects the internal and external environment. The theoretical background for the methodology development has been carried out in the studies by e.g. Gimzauskiene & Kloviene (2011) and Kocmanova & Simberova (2012) .
